Internal Revenue Service NDepurtnent of the lecasury

Bistrict 1100 Connerce St., Dallas, lexas 79242
Barecior

Uote: AUG 16 895

Employer 10 Number :

Person tc Contact: "y

Telephone Number :

Refer Reply To:

A b -

Dear Sir or Madam:

We have considered your applicetion for reccygniticon of c.em. *.n {r5rm [ ederal
income ta. under section SQ1V ¢icd) of the Internal Reverus icde.

The tnformation sabmitted andl atas thot you were 1ncorpe gt vra  tate of

. = e B
-on - - -. Aridcie 1V of your Articies ' 1roarpoer cl,or stalee
that your purposes ared
- To enforce, supervise, cut 1nto effect and atherwise «arr. Lub _.-0
restrictions ang covenants az are filed pertaining Lo pr-pertie:s g _
I .o division of - ocres an [N court s

- To promote ancd supervise the veautification, care, maintenarce - Lptesp of
sald subdivision;

- To own, operdate, manage ~ng maintain recroational fulii:ties Fo0 Lae uy the
residents of said subdivision.

o IS . - ticlec of Incorporation were amended tu hange your
nane to N I M our surcoscs according to

118 amendment have remained the same.

Article 111 of your Bvlaws states that the owner of each full, asss:zzed
during the ser:cd ot his swnership, shall automaticali, %S¢ o merder Lf your
nasociation.

Article I of vour BP,laws states tnat ea .t cuner of an s caszable ot 1o
obligated to pay ycu annual assessmenls which are secured bv a continuing lien
upon the property against which tne assessment 13 made,

Your 10.4 Appiicat.on for Reccgriition of E-empl.on states thal your activities
are the provisicn of services to the =members of our subdiviztan., These
services include:

- The mainterance of the roedways and esplanades within your subdivision:

-~ Sireet lighting:




The maintenance of swimming pool and oy, wet $3 0, e

- Security patrol

The dastrabution of a newsletter;

- The zocrdination of legal matters with arris tourty Gt a3 Al

The sumintstration and anforcEment of e rpetr ot yae:

you are made up of [ residential lots. I F tte icte reon, o
resisentisl homeawners and  belong to the curiner de.eiiper. ——
1% apprositmatelw - You zlatm that trere ore B cizrent . ot -
Lhur 2hes Jocoated within vour houndaries.

The recreational facilitie: which you mapn e g0y 5 - e

” (LA IS4 Y R T R L L AT
ihece fazilities zonsist of o swimming po... B O S . 2 A VLI PSP L A w
Alne ma:rtain parks and gla,grounds whicl oo w0 rre
TOUr primary Suurce Gf 1ncume 14 regulnr o G T S R T a1 -L A T UL Y Y RN
feLml L Sements, YoM Alse fauelee drterest o L

.\

v our 2.penses incaude the foliowing:

topense
ecurity
ool dgministraticn
i34 hepalir
Your otrer sspenses include street lighting ., (anugscaping, admis:ziration and

Tatntenance,

tour tapitel fund balance has rasen from I
on . You had net incoms cf §

in Il. u showed & rn=t loss of SN -

se an 4,1(a) of your Ueclaration of Krisiand T-rp. stetes trat fazr (-t shall
be used anly for a living unit and a private garage or ¢
& A for business or professional purposes uF an, v,

Thare are appro<imately - acres withir vour boundaria:z.

- Trers are no commercial businesses, post offices, or litraries withia vour
boundar:2s. The JJJJ elementery schocls and [l churches you have previously
~tated are within your boundartes actually are not within v>ur bourdarrzs;

- There are commercial reserves adjacent to your boundaries;

The N cchoo! D:istrict serves your ares:

- 5ince the State of ] has granted you a non profit charter, 1t has
approved your boundar:ies, and thus these boundaries creste ar 1ndepencent




w

communit g

- lhe servicas you provide are .raditionally performaed by o governnentqgﬁynlt

Your power to le  assear: ~ts 1% similar to the power of a municipality tao
levy property tawess

Yoi'r~ hoard of directors 1s simidar to a city councals

Yo bear a reassnably recognicable relationship Lo oan area ordanarildy
identified as governmental:

rcu do rot maintain the esterior of any private residanie;

Architestaras contral ang decd entorcerent an ey 0 L LGl ding pErmits
cedes, 1rspectians and foning used By municigal ity s

in thie correspurdence doted |GG - = -5t oo the Ranchp Santa
Fe Assogiaticon ¢o, U.5. court case. vou have concluded that since you are a :
hpousing deselopment which 15 coe-tensive with the commarit, 1t serves, vou are
caimLier to tre Fancho Sante Fe mssociation,

vau have pro.ided with this Correspondernce a map ot tre bowrnudaries of your

aszocsation.  This map shows thres churches and a =ohzor ohich are somewhat
aatsrde L' L uur Coundasries, There are tuo schcolt b, b 2 gitacant but
_utside ¢t your bcundaries.

~ls3 provided 1s a copgy of the agresment you rave enteren .nto with [

cur 1> dated _ This agreement _ajils for twuc "eatra
deput.es’ tc devate F percent of their workirng tire tte [ I scbdivisions.

oy shall Ca. County the sum of & for providing the "estra
12pu ¢ tar ihe year beginming oo [N .

Jection 5@t c) of the Code describes certain organizations e-<empt from Federal ”
income tar under secticn S@!1(a) angd reads, 1n part, as follows:

(4 C1s1¢c leagues or organizations not organized for profit but operated
e.clusively for the promotion of social welfare, or local associations of
employeez, the membership cf whith 135 Jimitec to tha empliyees of a
Jesigrated perscn or persons in o particular munizipslity, and the net
earnings of which are devoted c-clusively to charitable, educational,
recreaticnal purposes.,”

tecticon 1.831.c113)-1 of the reguiations provides, 1f part |, 55 follows:

tay 1, In geaneral. A civic league or organization ma,; be e<empt as an
organizaticn deacribed in section S@1(cr(4) 1 f -

1) It 153 not crganized or operated for profit; and
(it7 It 13 operated e-clusively for the promotiion of social welfare.*

“taj(2)(1) An organization is cperated exclusively for the promotion of social
welfare when 1t 1s grimarily engaged in promoting, ir some way, the common good



-examined to determine whether the activities of tre arganiZation nave sufflolent

i>

and seneral welfare of the pesple of ‘e communit,. A eqen,oatco ombraced
within this section 15 one which s operated primarily tor the purpouse of
hrlnglné about civic betterments and za.ial impro.ements eee The promotion of
social welfare daoes not include direc! oo 1ndirect part;- ipation or inter.ention
1n political campaigns on beholf of or v oppositisn to any cordadate for public
office. Nor is an organizaltion operated primaril, for the promotion of tocial
welfare .1f 18 primary activity 35 operating a ss.:ial club for the benefit,
pleasure, or recreation of 1ts members, «r 1s carrying nn oo business with the
general puhlic 1n 3 manner simplar o cgacicatione wbgor ve coeated for
profit.eve”

Revenue Ruling 72-102, 1972-t C.B. 144 instr ttiey ac wriana, =t n formed by a

developar to preserve the appearance (f o housing Jdeuel pret a0 b maintain
streets, sidewall s, and commerny areas | the ne Lt the ceg ot anioh was
found to be exemp! under [rterna. Feoor o . RO SRS Co frn et ionale
behind this dacision was that the argos cc3tio Ler wd drg o Mec o g o ang

general welfare of the entire Communit, Latause ! cwnen snd =maintained certann
non-residential, non-commercial properties Y Pra ot 0 nrve, L, wned and
maintained by municipal governments. namicisties (og oand ect-r ar, covenants for

preserving the architecture and dappea; o0 2 F o b iy ce oy et g
incydental to the orserridiny pabiil tercr i,

avernue Rulirng 74-93, 19740 0 B, 50« gitged Me. e carr o b2y .
orovides that 1n order to quelily $or coempt e 0o dee L 3 0 Gy
homgowners' A%500:31Lon:  rust ser P B TR

recognizable relation 1o an area or 10 or o it e b L

nor conduct acticities Airected Yoo b w e e s arnt a0 - 41
resitences: and the commern areas of oo rlities b Lwns ord maistalny munt Le
for the use and aryn.ment of the gereral oLt

According to this revenue rullnry, » “2Mmur i, withln the mveaning of seaction
S5Q1(c8) 18 not simply an aggregsaticrn of hompeownars
structured unit formed a: an 1ntegral a0t of « pran - t=Lelupment of 3
real aatate subdivisiorn end the sale = ! gurcniave ot nowmas treceirn,  Tre tarm
"community” as used in section S@1ic:d . nas travit: rally teer  srstrued az
having reference ‘c o geographical urat Lasang a reasorshl, cecognizobla
relationship to an area ordinarily idertified av 3 Goserrmartal subdivieinn or a
unit or district the-eof, The rewvanue - oliny was (oterdzd crnl. to anpro.e
awnership and malirnterance by a homedwrc:s o' a0l iat s o T AT ess AL ! Sadtwa, t

~

ather 1N g

and parklands, sidswalls, and street qrgrts a an, ts ¢ e Lse and enii.mens
of which 1s extended to members of t{he genera: cub.:: . a= istired.shed f-am
rontrolled use or access restricled ) ¢ 8 members ¥ tbe bope L mee

assoclation,

fpccording to Revenue Ruling 8@-53, 13601 C.P. "5, ro marg ang fast o
applied as to what constitutes a "commuratly " bul that eart P

community benefit tc serve a socie. weifare purpose under [RO 51004,
Although the area represented by an astociation may not be a cormunity
assoclation’s activities benefit a community, 1t may at1ll gualify for
exemption, For instance, 1f the association cwns @cd maintairs common areas a:d
facilities for the use ang enjoyment of the general publie as "1t 1nguishes fr-m

areas and facilities whose use and enloyrent 15 comtrolled ant restricted

ifothe

1

members of the asscc:iation then 1t may zatisfy the reaulrarent of serving o




Vour Declaration of Hrisland Corp protibits your nembera from uetng any lots
for business or professional purposes of anV*ilﬁﬂ@%

Because you are not & community, and you restrict the use of , ., sw.mming pool,
clubhouse and tennia courts to your members, you Are sinilar o the organization
described 1n guestion 2 of the Revenus Ruling 80~ It states that an
organization that 1s not a communtiy may not mpt 1f 1t restricts the uss
of i1ts recreaticnal facilitizs to members of tha dssociation.

You are ormpaniced arc osperated for the private béhefxt of sour members, The
zecurity services which you provide are over and aboxe those s2r.12es normally
provided a neighbsrhoocd by governmental entities, . percent ¢ Lour expenses
in - were far these secLrity services, vYour members al:z rare’,?d rivataly
from your recreatizng: facilitias,

Yau alse do not mest -5 ¢ the haric reguiremsnts for s.o-pe 0 rder saztiLn
5@l d) - thet ,ou zperate 1o a non grofit manner. The accumutlation of
> ] &

y
Y - - ‘und- clearly shows that you aperate v oo for orofit

manre: .

rocsnedingl,, 10 0 heEll o tmat L sa oare ot entiled to eev; A O T
iRCsmE ta. as oar Lrgdan.ation Jgescribed on osestion 5O o St ta ars

ceguired to file tale-al ancome tas returrs on Form 1122,

2y A NoOMASWRETs ' azcs Lation, 0w ma, Qualify for tragtmzi e sl tion I,
(otvhias letter e ace ot - ling on the gozstion of whetroe L L L Laiaf, S
treatment onger s2z o 10, Howelver, 1f you baslieve Lol aLooLt. o such,
Lreatment | you shculd file Form 1IJ9-H when gue.

If you dc not agree with these conclusicona, you may, within 3¢ da,s from the
-t
L

date of this letrar, file ir Zuplicate a brief of the fact:z, las, and acgument
that clearly zetz forih your posttion. 1f you desire an cra: J1s2u3sicn of tha
(3sue, pleaze indicate 550 in yvaour protest. The enclasea Pub i a<i1on 4992 givas
instructions for f1ling a protest

i oyou o nct file

3 with this office within 32 aays 2f 'nz date of this
repcrt or letter, th: i

t t
proposed determinaticon will become firs

]
3]

t
Jeiope 3:

[
1]
3
w
P

If 40U agree with trmese cornclusions o do rmot wish to file o o-  tten
slease sign ans retu-n Forn 6318 un the erclosed self-zdd-=z:ec
>3 possible.

m
-

14
{
r
;

Y ,au hae«e any furttier guestions, paease cantact the peracs Lnce name and
te lephone number are shown st the beginning of this letis

Jincerely,

Dittrict Director

Erciosu-zs!

Publication 892
Form 6018






